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are doubts about the ability of a business in maintaining its continuity of life to 
continue its business as a business entity in the future. The purpose of this study 
is to empirically examine the Effect of Company Size, Financial Distress, and KAP 
Reputation on Going Concern Audit Opinions on Manufacturing Companies on 
the Indonesia Stock Exchange (BEI) in 2016-2018. Where the number of samples 
of this study was 31 companies with 3 years of observation with purposive 
sampling. Data collection was carried out in this study with the study of 
documentation through the company's annual financial report or annual report 
obtained from the website www.idx.co.id. The method in this research is logistic 
regression analysis. From the results of the study, it can be concluded that 
Company Size and Financial Distress have a negative effect on ongoing concern 
audit opinion and Public Accounting Firms' reputation has a not significant 
positive effect on ongoing concern audit opinion. 
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INTRODUCTION 

The world capital market is growing rapidly. Wherewith the capital market can make investors have a 
tool to measure the performance and financial condition in a company through financial statements that 
contain information in the form of financial position, financial performance, and cash flow of the entity that 
is useful in making investment decisions. Statement of Financial Accounting Concepts (SFAC) No. 1 which 
explains the main purpose of the financial statements to provide useful information in making a business 
(business) and economy (Paino, Razali, & Jabar, 2015; Yang, Liu, & Mai, 2018). An investor buys company 
shares on the Indonesia Stock Exchange (IDX) asking to get profit from the increase in share price to be 
distributed in the future, as an investment. The survival of the company is important for those who have an 
interest in the company, especially investors. The existence of business entities in the long term aims to 
maintain the going concern (going concern) of the company. Conditions and events experienced by a 
company can provide an indication of the going concern of the company, such as significant operating losses 
and occur continuously so that raises doubts about the survival of the company (Lu & Sapra, 2019; Yudha & 
Saputra, 2019). 

Independent auditors will access the financial statements presented by the company. An independent 
auditor's assessment is used as a proof whether the company's financial statements reflect the actual 
financial condition or not so that the shareholders or interested parties can make the right decision 
(Mantzari & Georgiou, 2019; Murti, Trisnadewi, Citraresmi, & Saputra, 2018; Zhang, Zhou, & Zhou, 2007). 
The purpose of the audit of the financial statements by the auditor is to obtain adequate confidence about 
the financial statements as a whole free from material misstatements, whether caused by fraud or error after 
the auditor has performed auditing tasks on the company's financial statements, the auditor can provide an 
opinion or audit opinion by the financial situation of the company being audited. 
Going concern audit opinion is a modified audit opinion for the auditor's consideration in assessing the 
inability of the survival of a company to conduct its business. Going-concern audit opinion symbolizes a 
negative signal for company survival so that it should be useful for investors, while non-going-concern 
opinion symbolizes a positive signal as a sign that the company is in good condition (Lu & Sapra, 2019). 
going concern audit opinion is something that is not expected by the company because it will have an impact 
on the decline of stock prices, mistrust of investors, creditors, customers, and employees of the company's 
management, as well as the company's difficulties in increasing loan capital. However, the phenomenon that 
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occurs in the field shows that many companies go public where those who are supposed to receive going- 
concern audit opinions instead accept fair audit opinions without exception. Not even a few of the auditors 
who failed to give an opinion to the auditee, which is a situation where an unhealthy company but receives a 
qualified opinion (Heliodoro, Carreira, & Lopes, 2016; Mironiuc & Robu, 2012). 

The size of the company is the size or extent of a company and is an indicator that can indicate the 

condition or characteristics of a company. The size of the company describes the size of the company that 
can be expressed by total assets (Jennings & Seaman, 1990). The greater the total assets and sales, the 
greater the size of a company. The size of a company can determine whether a company can continue its 
business life for a long time or not. Stated that company size did not affect going concern audit opinion, and 
the size of the company affects the going concern audit opinion where the greater the size of the company, 
the greater the possibility of the company accepting going concern audit opinion (latridis, 2018). 
The reputation of the Public Accounting Firm (KAP) is considered to influence going concern audit opinion. 
KAP with a big four reputation is considered to have better independence and audit quality than KAP with a 
non big four reputation. Auditors who come from large KAP have a good reputation so that audit quality and 
opinion giving will be by company conditions. Big four KAP is believed to have better knowledge and 
experience to decide on giving opinions regarding the company's survival. Where the provision of going 
concern status is not easy because it is closely related to the auditor's reputation. The judgment of public 
accounting is often done either by the government or the public by looking at the condition of the company 
being audited or not bankrupt (Lu & Sapra, 2019; Saputra, Jayawarsa, & Atmadja, 2019). 

Agency Theory. This theory is based on economic theory. In the field of accounting, namely Agency 

Theory, which is interpreted as a contract between the principal (the owner of the company is the majority 
shareholder) and the agent (in this case the company manager) to carry out company activities. Principal as 
the owner of the company is obliged to provide facilities and funds for the company's operational needs, 
while the agent as the manager of the company is obliged to manage the company entrusted by 
shareholders, by increasing the company's value (Jensen & Smith, Jr., 2005; Yolles, 2019). 
The relationship between agency theory and going concern audit opinion is the agent (company manager) 
who has the task of carrying out and producing the company's financial statements as the responsibility of 
management which will later be used by the principal as the owner as a consideration in making a decision. 
Agents as the party producing the company's financial statements must have their interests to optimize its 
performance that allows agents to manipulate data so that the resulting financial statements look good 
(Sarwoko & Agoes, 2014; Ugwunta & Ugwuanyi, 2019) 

Signal theory explains that companies have the drive to provide financial statement information to 

external parties. Company encouragement to provide information asymmetries of information between the 
company's management and the parties concerned with that information. Signal theory suggests how 
companies should give signals to users of financial statements (Xu, Qin, Dust, & DiRenzo, 2019). 
Signal theory emphasizes the importance of the information provided by auditors on the company's financial 
condition. Signal theory also helps the company (agent), the owner (precinct), and outside the company 
reduce information asymmetry by producing quality or integrity of financial statement information (Busso, 
Dinkelman, Claudia Martinez, & Romero, 2017; Murti et al., 2018). 

An audit opinion is a statement of opinion given by the auditor in assessing the reasonableness of the 
presentation of the client's audited financial statements. The audit opinion is the final part of an audit 
assignment and audit opinion depends on the audit findings. When formulating an opinion, the auditor 
needs to ascertain whether the financial statements are made in all material respects following the applicable 
financial reporting framework (Lu & Sapra, 2019; Yang et al., 2018). 

The size of the company is the size or extent of a company and is an indicator that can indicate the 
condition or characteristics of a company. The size of the company describes the size of the company that 
can be expressed by total assets. The greater the total assets and sales, the greater the size of a company 
(atridis, 2018; Najib & Rini, 2016). 

Financial distress is a condition where the company experiences a decline in financial performance in 
which the company is still in a solvent but an illiquid condition where this is as a result of poor management 
and economic crisis (Utami & Silvia Sutejo, 2012; Yudha & Saputra, 2019). Companies are considered to 
experience financial distress if they meet several criteria, namely: (1) operational losses, (2) core losses, (3) 
negative retained earnings for the previous two years, and (4) negative working capital for the previous two 
years. 

The auditor's reputation is reflected by the size of the Public Accounting Firm (KAP). Large KAP has a 
higher incentive to avoid things that can damage their reputation compared to smaller KAP. Going concern 
assessment is closely related to the reputation of the Public Accounting Firm (KAP). The auditor will remain 
objective in issuing an opinion, if the auditor sees the difficulties of an entity in continuing its operations, the 
going concern audit opinion will still be issued by the auditor even though the auditor is in a non-big four 
KAP (Irianto, Novianti, & Wulandari, 2014; Wang, Lin, & Cho, 2018; Yudha & Saputra, 2019). 

The size of the company is the size or extent of a company and is an indicator that can indicate the 
condition or characteristics of a company. The size of the company describes the size of the company that 
can be expressed by total assets. The greater the total assets and sales, the greater the size of a company. 
According to the research the results of the Audit tenure research and company growth have a negative 
effect, company size and previous audit opinion do not affect, while the reputation of KAP and Opinion 
Shopping has a positive effect on going concern audit opinion. From the results of testing the size of the 
company does not affect the going-concern audit opinion. Research examines the analysis of the influence of 
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financial distress, company size, solvency, and profitability on the acceptance of going concern audit opinion 
showing that partially financial distress does not have a positive effect on going concern audit opinion, 
company size does not harm on going concern audit, solvency has a positive effect on going concern audit 
opinion and profitability harms going concern audit opinion. From the results of testing the company size 
does not harm going concern audit opinion. 

Financial distress is a condition where the company experiences a decline in financial performance in 
which the company is still in a solvent but an illiquid condition where this is as a result of poor management 
and economic crisis. Financial distress ( financial difficulties) the company occurred before bankruptcy 
(Saputra, Jayawarsa, et al., 2019; Saputra, Trisnadewi, Anggiriawan, & Kawisana, 2019). According to 
research examining the analysis of the influence of financial distress, company size, solvency, and 
profitability on the acceptance of going concern audit opinion show that partially financial distress has no 
positive effect on going concern audit opinion, company size has no effect negative towards going concern 
audit opinion, solvency has a positive effect on going concern audit opinion and profitability harms going 
concern audit opinion. From the test results, financial distress does not have a positive effect (Ardiyanti & 
Supriadi, 2018; Lu & Sapra, 2019; Yudha & Saputra, 2019). 

The reputation of the Public Accounting Firm (KAP) is considered to influence going concern audit 
opinion. KAP with a big four reputation is considered to have better independence and audit quality than 
KAP with a non-big four reputation. Auditors who come from large KAP have a good reputation so that audit 
quality and opinion giving will be following company conditions. Big four KAP is believed to have better 
knowledge and experience to decide on _ giving opinions regarding the company's survival. 
According to the research, the results of the audit tenure and company growth have a negative effect, the size 
of the company and previous audit opinions do not affect, while the reputation of KAP and Opinion Shopping 
has a positive effect on Going Concern Audit Opinion. The test results show that KAP's reputation has a 
positive effect on going concern audit opinion. That influence going concern audit opinion in manufacturing 
companies in 2011-2014 indicating that based on the analysis conducted in this study, it can be concluded 
that bankruptcy prediction (Z-score) does not affect going concern audit opinion, company growth (PP) does 
not affect the going concern audit disclosure, KAP reputation (RA) affects the going concern audit opinion 
disclosure, the previous year's audit opinion (PO) affects the disclosure of going concern audit opinion, client 
size (SIZE) influences the audit opinion going concern. From the results of testing the reputation of the KAP 
has a significant effect on going concern audit opinion (Naukoko, 2014; Yudha & Saputra, 2019) 


METHOD 

The population in this study are manufacturing companies listed on the Indonesia Stock Exchange 
(IDX) during the period 2016 to 2018. The sampling process uses a purposive sampling method. The 
company specific criteria (auditee) that were sampled in this study are as follows: The company has been 
listed on the IDX from 1 January 2016 to 31 December 2018. The delisting company from IDX during the 
research period. The company issued consecutive financial statements during the study period (2016-2018). 
The company has financial statements audited by an independent auditor during the study period The 
company experiences financial distress, namely the company has a negative net profit after tax in the two 
periods of financial statements. Based on the sample criteria obtained were 93 sample financial statement 
logistic Regression Analysis Logistic regression is a regression used to test whether the probability of 
occurrence of the dependent variable can be predicted with the independent variable. The data analysis 
technique used in this study is logistic regression analysis using SPSS program. Logistic regression is used 
because the dependent variable is dichotomous (companies that get going concern audit opinions and 
companies that do not get going concern audit opinions (Saputra, Subroto, Rahman, & Saraswati, 2020). 


Results and Discussion 

This research was conducted at several manufacturing companies listed on the Indonesia Stock Exchange in 
2016-2018 through the resourced data www.idx.com. The dependent variable (Y) in this study is the Going 
Concern Audit Opinion. This variable is measured using a dummy variable, where the company that receives 
the Going Concern Audit Opinion is coded 1 while the Non-Going Concern Audit Opinion is coded 0. The 
going concern audit opinion data in this study in 2016 there were 22 companies given code 1 and 9 
companies were given code O out of 31 companies. In 2017 26 companies got code 1 and 5 companies got 
code 0. And in 2018 29 companies got code 1 and 2 companies got code 0. The independent variable (X) in 
this research is Company Size (X1) measured by natural log ( In) of total assets. The highest data on the 
variable size of this company that has the highest assets per year in 2016 was 17.22% in 2017 which was 
17.18% and in 2018 which was 17.17%. Financial Distress (X2) is measured by a bankruptcy prediction 
model or Z-score. The highest data variable financial distress in 2016 was 11.66% in 2017 which was 
12.90% and in 2018 it was 11.20%. And KAP's reputation is measured by a dummy variable where the value 
of 1 is for KAP incorporated in The Big Four and the value of 0 for KAP that is Non The Big Four. Data 
collected from 2016-2018 shows that out of 31 companies per year, 10 companies received a score of 1 and 
21 companies received a score of 0. From the results of the research sample selection process, there were 93 
companies for 3 periods. 
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95.0% C.I.for exp(B) 


B S.E. Wald df Sig. Exp(B) Lower Upper 
Satep X1 -.364 .296 1.515 1 218 .695 389 1.241 
1 X2 -.044 112 152 1 .697 957 .768 1.193 
X3 20.470 7264.268  .000 1 .998 8E+008 .000 
Constant 6.473 4.381 2.183 1 .140 647.732 


The first hypothesis (H1) This test aims to determine the effect of company size on going concern 
audit opinion. The probability of firm size shows a significance value of 0.218> 0.05. This means that the 
company size variable partially does not significantly influence the going concern audit opinion of the 
company, so the one hypothesis is rejected (Lu & Sapra, 2019; Yudha & Saputra, 2019). The second 
hypothesis (H2) This test aims to determine the effect of financial distress on going concern audit opinion. 
The probability of financial distress shows a significance value of 0.697> 0.05. This means that the financial 
distress variable partially does not significantly influence the going concern audit opinion of the company, so 
hypothesis two is rejected (Ardiyanti & Supriadi, 2018; Yudha & Saputra, 2019). Third Hypothesis (H3) This 
test aims to determine the effect of KAP'’s reputation on going concern audit opinion. KAP reputation 
probability shows a significance number 0.998> 0.05. This means that the KAP reputation variable partially 
does not significantly influence the going concern audit opinion of the company, so hypothesis three is 
rejected (Lu & Sapra, 2019; Yang et al., 2018). 


CONCLUSION 

Based on the data obtained and the results of the analysis and discussion that has been carried out 
on the problem using the logistic regression method, the following conclusions can be drawn: 
The size of the company has a significant negative effect on going concern audit opinion of manufacturing 
companies listed on the Indonesia Stock Exchange (IDX) from 2016 through 2018. Financial distress has no 
significant negative effect on going concern audit opinion of manufacturing companies listed on the 
Indonesia Stock Exchange (IDX) from 2016 through 2018. KAP's reputation has not a significant positive 
effect on going concern audit opinion of manufacturing companies listed on the Indonesia Stock Exchange 
(BEI) from 2016 through 2018. 

Suggestions Based on the conclusions and the results of the research, the paper given to the next 
(future) researcher is as follows: For the next researcher to add other variables to be investigated related to 
going concern audit opinion such as auditor switching, debt default, audit quality, and so on. Can increase 
the number of samples with a longer number of observations and use companies from different sectors. 
Investors and prospective investors are advised to be careful in choosing companies to invest and it is also 
advisable to pay attention to the company's audit opinion given by the auditor to see the going concern 
concerned by observing the audit opinion in the previous year. The company should be able to know the 
signs of the company's survival so that the company can take policy as soon as possible to avoid the 
company's survival problem. 
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